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1. SUMMARY: AMERICAN BANKER TELLS US FINANCE SECRETARY SMOLE 
STRONGLY EXPRESSED TO HIM DEEP DISMAY ABOUT SUSPENSION OF EXIM 
TRANSACTIONS AND SERIOUS CONCERN ABOUT REASONS AND POSSIBLE 
EFFECTS ON US-YUGOSLAV ECONOMIC RELATIONS. FINANCE SECRETARIAT 
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COUNSELOR HAS READ TO EMBASSY OFFICER NOT EXPRESSING CONCERN 
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IN SOMEWHAT MORE MEASURED TONES. FOR CALL AMBASSADOR INTENDS TO 
MAKE ON SMOLE MARCH 25 WE WOULD APPRECIATE ESTIMATE WHEN SUSPENSION 
CAN BE LIFTED, AND ASSURANCE REQUESTED IN BELGRADE 1269 THAT SUS- 
PENSION WILL NOT INTERFERE WITH TIMELY COMPLETION OF KRSKO ARRANGE- 
MENT. END SUMMARY. 

2. J.J. WIECKOWSKI, SENIOR VICE PRESIDENT, GIRARD TRUST BANK, 

BRIEFED AMBASSADOR MARCH 21 ON STORMY "COURTESY CALL” HE HAD JUST 
CONCLUDED ON FINANCE SECRETARY SMOLE. 

3. SMOLE REPORTEDLY LAUNCHED IMMEDIATELY INTO EXIM SUSPENSION OF 
CREDIT PROCESSING AND CRITICIZED, IN AGITATED TERMS, WHAT HE 
TERMED INEXPLICABLY SUDDEN AND UNILATERAL EXIM DECISION, WITHOUT 
WARNING OR NOTICE. 

4. ACCORDING TO WIECKOWSKI, SMOLE WENT ON TO STATE THAT, IF 
SUSPENSION PERSISTED FOR EVEN BRIEF PERIOD OF TIME, IT WOULD 
THOROUGHLY DISRUPT TRADE AND ECONOMIC RELATIONSHIPS BETWEEN TWO 
COUNTRIES. HE EXPRESSED SERIOUS CONCERN ABOUT COMPLICATIONS 
ALREADY DEVELOPING. 

5. HE REPORTEDLY REMINDED WIECKOWSKI THAT YUGOSLAVIA HAD ORIENTED 
ITS ECONOMIC POLICY STRONGLY TOWARD US AS RESULT OF RELIANCE ON 
EXIM. AND THAT THIS WAS NO WAY TO TREAT GOOD CUSTOMER. YUGOSLAVIA 
HAD NEVER EXPERIENCED SUCH SURPRISE, "EVEN IN RELATIONS WITH 
SOVIETS," SOMEL SAID. 

6. WIECKOWSKI PLANS TO CALL ON OR TELEPHONE SAUER MARCH 25. 

7. EMBASSY OFFICERS HAD PREVIOUSLY THOROUGHLY BRIEFED FOREIGN 
AFFAIRS SECRETARIAT (FELBABOV) ASSISTANT FINANCE SECRETARY GAVRA 
POPOVIC (ON HIS RETURN MARCH 19 FROM KUWAIT AND LIBYA), AND 
COUNSELOR JELIC (IMMEDIATELY AFTER ISSUANCE OF EXIM ANNOUNCEMENT) 

ON DECISION AND ITS BACKGROUND. 

8. ON MARCH 20, JELIC-READING FROM NOTES - PRESENTED FOLLOWING 
FINANCE SECRETARIAT REACTION TO EMBASSY OFFICER: 

A. GOY "VERY SURPRISED" BY DECISION; 
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B. GOY ALSO "VERY SURPRISED" THAT YUGOSLAV-AMERICAN ECONOMIC 
RELATIONS STILT. CONNECTED TO AMERICAN RELATIONS WITH OTHER 
COUNTRIES, I.E., THAT YUGOSLAVIA STILL LUMPED TOGETHER WITH BLOC 
COUNTRIES; 

C. GOY HOPES THAT SUSPENSION WILL BE LIFTED VERY SOON; 

D. IF NOT. GOY WILL BE UNABLE TO EXPLAIN SUSPENSION TO YUGOSLAV 
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ENTERPRISES ADEQUATELY, IN WAY THAT WOULD ENABLE THEM TO CONTINUE 
TO PLAN ON LONG-TERM COOPERATION WITH US SUPPLIERS. 

9. JELIC ALSO SAID THAT FINANCE SECRETARIAT WAS CONCERNED OVER 

NOT HAVING RECEIVED DIRECT COMMUNICATION FROM EXIM BANK EXPLAINING 
THIS DECISION, AS IT HAD IN PAST, E.G., INTEREST RATE HIKE. 

10. OTHER YUGOSLAV REACTION TO SUSPENSION HAS INCLUDED SERIOUS 
CONCERN EXPRESSED BY ORGANIZATIONS CONCERNED WITH KRSKO PROJECT 
(REF E) AND INQUIRY RECEIVED FROM PRIVRDNA BANKA SARAJEVO CONCERNING 
TITOVI-RUDNICI MINING EQUIPMENT CONTRACT. EMBOFFS HAVE REASSURED 
CALLERS THAT WE EXPECT SUSPENSION TO BE TEMPORARY AND THAT WE DO 
NOTANTICIPATE MAJOR SNAGS IN CONCLUDING THESE PROJECTS. 

1 1 . CENTRAL TRADE UNION ORGANIZATION SOURCE SPECULATED TO EMBOFF 
MARCH 19 THAT SUSPENSION WAS OUTGROWTH OF USG IRRITATION WITH GOY 
INITIATIVES IN MIDDLE EAST, UN AND THIRD WORLD. NATURALLY, 

EMBOFF FIRMLY SQUASHED SPECULATION THAT EXIM SUSPENSION REFLECTED 
OR SIGNALLED A WORSENING IN RELATIONS. 

12. IF IN FACT BANKERS REPORT OF CONVERSATION WITH SMOLE IS 
REASONABLY ACCURATE, WE HAVE PROBLEM ON OUR HANDS. AMBASSADOR 
SEEKING MARCH 25 APPOINTMENT WITH SMOLE TO REITERATE EXPLANATION 
REAL BASIS EXIM ACTION. IF POSSIBLE, BEFORE THIS 

MEETING EMB WOULD APPREICATE (1) ASSURANCE SUSPENSION WILL NOT 
INTERFER WITH TIMELY COMPLETION OF ARRANGEMENTS FOR KRSKO 
PROJECT, AND PARTICULARLY THAT 6 PERCENT INTEREST RATE ON EXIM 
CREDIT NOT IN JEOPARDY AS ESULT (2) WHATEVER INDICATION EXIM CAN 
GIVE OF ANTICIPATED DURATION OF SUSPESNION, AND (3) ANY RESPONSE 
EXIM MAY HAVE TO BELGRADE 1290 CONCERNING AMBASSADOR'S BRIEFING 
OF SMOLE OR ALBRIGHT VISIT. 

TOON 
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